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GREECE: KEY ECONOMIC INDICATORS 


All values in U.S. $ million and represent period 
averages unless otherwise indicated 


Exchange Rate: US $1 = 30 (1974), 32.3 (1975), 36.5 (1976, est.) Drachmas 
% Change 
1974 1975 "75/'74 1976 b/ 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices c/ 17,842 0 a, 19,767 
GNP at Constant (1970) Prices c/ 11,102 0 a, 9,896 
Per Capita GNP, Current Prices US $ c/ 1,991 1% a 2,160 
Gross Fixed Asset Formation, Current Prices d/ 3,211 é 3,300 
Personal Income, Current Prices 17,561 : 20,000 
Indices: (1970 = 100) 
Industrial Production 144.5 s 163 
Avg. Labor Productivity na na 
Avg. Industrial Wage 176 . 256 
Avg. Industrial Wage, Drachmas Per Day 224 . 325 
Labor Force (millions) e/ 3.25 b, - 
Avg. Unemployment Rate (non-agric) % f/ 3 3 
MONEY AND PRICES 
Money Supply 3<A72 
Bank of Greece Rediscount Rate g/ 8 
Consumer Price Index (1974 = 100) 100 
Wholesale Price Index (1961 = 100) 228.3 


Retail Sales Value Index (June 1974 = 100) 103.3 ; 141 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves h/ y 900 
External Public Debt h/ . 2,750 
Total External Debt h/ : 6,100 
Debt Servicing as % of Current Account 
Receipts : 14 
Current Account Balance h/ ; -1,150 
Balance of Trade i/ ° -3,250 
Exports, FOB i/ 10. 2,100 
U.S. Share j/% ; ; ~ 5 
Imports, CIF i/ 4.8 5,350 
U.S. Share j/ % 9.4 8.5 - “ 
Main Imports from U.S. (1975) j/ Feed and foodstuffs $153; machinery and 
transport equipment $88; other manufactured 
goods $50; chemicals $32; raw materials $41. 


Footnotes: 

a/ Because the drachma was depreciating against the dollar, these percentages are lower 
than the actual change in drachma values. In fact GNP in constant prices rose by 
3.3 percent in 1975. b/ Estimate. c/ Factor cost. d/ Excl. dwellings. e/ 1971 
census: 3.235 million. f/ Registered unemployed. g/ 10% since 10/75. h/ End period. 
i/ Bank of Greece data. j/ Customs data ¥ 

Source: Bank of Greece, National Statistical Service, and other agencies. 





SUMMARY 


Greece continues on a moderate growth path, fostered by well-balanced, 
mildly expansionary monetary and fiscal policies. Real GNP for 1976 will 
exceed five percent, while inflation should be held to about ten percent. The 
primary impetus is from residential construction,exports, and private con- 
sumption. There are tentative signs that the still hesitant industrial invest- 
ment, which is crucial for realization of medium-term growth and moderniza- 
tion goals, may pick up in the coming months. Industrial production, led by 
textiles and non-metallic minerals, is growing steadily, while the agricultural 
sector is enjoying good harvests. 


The balance of payments situation has improved, due largely to signifi- 


cant upswings in tourist receipts and foreign exchange inflows from Greeks 
abroad. Gross official borrowing will be considerably lower this year than 
last year's $630 million , Greece still has access to considerable sums of 
undrawn foreign credit lines,and the Government is taking advantage of 
liquidity in international financial markets in order to restructure its foreign 
indebtedness so as to reduce the debt service burden. Due to the perennial 
trade deficit, the balance of payments remains, however, a medium term 
structural problem which the Government hopes to tackle through stimulating 
productive investment aimed at higher export and import substitution. 


Negotiations for early full membership in the European Community 
formally opened in July, and technical discussions began in October. The 


Greeks hope to realize their 1979-80 target date for accession, and are 
counting on their natural talents and energy plus access to various EC 
development funds to overcome the inevitable adjustment problems which 
full membership will entail. 


The continued growth in economic activity, implementation of public 
sector development programs, and an anticipated private investment up- 
swing will offer expanding opportunities for U.S. suppliers in the coming 
months. Areas of particular interest include mining, fuels and energy, 
aviation, and communications, and American firms will want to be alert 
to various promotional activities, trade missions, and industrial exhibitions 
planned for coming months. Of particular interest, following this year's 
outstanding success for U.S. exhibitors, will be the 1977 Thessaloniki Fair. 
Export-Import Bank programs offer U.S. suppliers opportunities for com- 
petitive financing to potential Greek customers. 


Greek policymakers acknowledge the importance of foreign investment 
and technology to development goals. They are trying to attract investment 
capital through favorable legislation, such as Law 2687, which provides foreign 
investors with incentives md protection, Law 289 for development of frontier 
areas, and Law 89 for regional marketing firms headquartered in Greece. 





A. Current Economic Situation and Trends 


1. Moderate Upward Trend Continues. During the first eight months 
of 1976, the Greek economy continued on a moderate growth path, based on 
such indicators as industrial production, construction activity, and retail 
sales. GNP at factor cost is expected to increase, in realterms, by more 
than five percent for the full year, an improvement over the 3.3 percent gain 
in 1975. At this juncture, it appears that the primary impetus to growth is 
coming from residential construction (up by 9 percent in January-August over 
the corresponding period of 1975), exports (up by 22 percent in drachma value 
in January-August), private consumption, and some inventory restocking. 


Although industrial investment and demand for consumer durables 
have not yet fully recovered from the 1974-75 slump, there are tentative 
signs that investment might pick up -- for example, rises in permits issued 
for capital goods imports and in domestic capital goods production. In 
addition, the newly-formed Institute of Economic and Industrial Research 
reports that businessmen are becoming more optimistic regarding invest- 
ment prospects; the return of investor confidence would, of course, be fos- 
tered by continuing domestic political stability and diminution of concerns 
over relations with Turkey. 


Industrial production is growing steadily, and in some areas idle 
productive capacity is gradually being eliminated. An eight percent increase 


in industrial production is now likely for 1976, compared to 4.2 percent last 
year. Consumer goods have gained the most, followed by somewhat increased 
capital goods production; on the other hand, output of consumer durables still 
appears to be demand-constrained. Leading sectors are textiles, tobacco, 
foodstuffs and non-metallic minerals. The steady increase in construction 
activity (based on permits issued), which is still recovering from severe 
credit restrictions, other anti-inflationary measures, and the 1974 Cyprus 
crisis, has stimulated cement and metal products output as well as employ- 
ment of construction workers. The agricultural sector is enjoying good 
harvests again this year, particularly in tobacco, cotton, olive oil, wheat, 
barley, sugar, and fruits. The service sector, which accounts for around 
half of GNP, will be boosted by the healthy increase in tourist arrivals, as 
well as higher defense outlays. 


The government is continuing its moderately expansionary fiscal 
and monetary policy. Credit growth is targeted at 17-18 percent, with 
particular emphasis on supplying the credit needs of productive sectors. 


Government revenue should balance 1976 regular budget expenditures of 

172 billion drachmas. The public investment budget of 41 billion drachmas 
will be almost entirely deficit financed, bringing the overall deficit to almost 
seven percent of GNP. Although details of the 1977 budget have not yet been 
announced, last year's "one-time tax" on outstanding loans and business 





profits above a certain amount, which yielded 10 billion drachmas this 
year, will not be repeated. 


Since no employment data is collected for the agricultural sector, 
where there is still underemployment, it is impossible to give a complete 
picture of developments in employment. Nevertheless, urban unemployment, 
based on numbers of registered unemployed, remained at low levels in 1976, 
despite a net immigration of workers last year. The purchasing power of 
lower income groups has been preserved and even enhanced by large increases 
in workers' average wages (20 percent), and in farm income, due to generally 
higher agricultural prices and government support policies. 


The rate of inflation has abated somewhat this year, with only a 6.5 
percent increase in the Consumer Price Index during the first nine months. _ 
Since the CPI usually experiences a seasonal upswing during the fourth 
quarter, and as higher increases in wholesale prices may also impact on 
consumer prices towards the end of the year, it is possible that the 1976 CPI 
increase may exceed 10 percent, but it should be close to this government 
target, and an improvement over the 15 percent registered in 1975. 


For the medium term, the Five-Year Plan projects an average annual 
real growth of six to seven percent. The Plan, which should be published soon, 
will provide guidelines for the restructuring and modernization of the Greek 
economy, with special emphasis on the rapid development of exports and on 
import substitution (e.g. local energy resources and higher value added in 
secondary production). A minimum annual increase in gross fixed asset 
formation of 10 percent will be necessary in order to achieve overall growth 
targets, underscoring the importance of overcoming hesitance on the part of 
domestic and potential foreign investors. 


2. Balance of Payments: Short-Term Improvement, Medium-Term 


Problem, The structural weakness of the balance of payments remains a 
medium-term problem. The perennial trade deficit almost doubled after 
1972 because of world inflation/stagnation, skyrocketing oil prices, and 
heavy import requirements for both development and military moderniza- 
tion. Invisible receipts, which had traditionally largely covered the trade 
deficit, could not keep pace, forcing heavy recourse to Euromarket borrowing 
to cover the resultant gaps. These developments pointed up Greece's 
dependence on the health of West European economies -- which affects both 
exports and emigrant remittances; on tourist outlays -- which can be fickle, 
particularly when there are worries over relations with Turkey; and on 
shipping earnings -- which remain lagging. Thus, the diminution of the 
trade deficit is a paramount medium-term objective of the Five-Year Plan, 
a goal which is dependent on productive investment to reduce import 
dependence and to augment value-added in exports. 
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This year, Greece's balance of payments situation is improving, due 
primarily to dramatic upswings in tourist receipts (up by 25 percent and 
reaching $500 million in the first eight months alone) and, on the capital 
account, in foreign exchange deposits with financial institutions -- a result 
of government incentives to attract the savings of Greeks working abroad. 
The trade deficit for the January-August period increased by only 4 percent, 
as imports were held to a 4 percent rise, due to better harvests, energy con- 
servation efforts, and hesitant private investment demand. Imports may pick 
up toward the end of the year, however, with an expected growth in public and 
private sector capital goods imports. 


Net invisible receipts rose by five percent to $1.4 billion, boosted 
mainly by tourism, while shipping receipts, still the single largest category, 
showed a slight decline, reflecting continued worldwide recession in this 
sector. The current account deficit was thus held to $796 million, an increase 
of only $16 million over the corresponding eight months of 1975. Moreover, 
the gap to be financed by the capital account was considerably lower, since 
errors and omissions were $105 million on the positive side (compared with a 
negative $95 million in January-August 1975). 


Developments in the capital account have been quite favorable. Even 
in the absence of foreign industrial investment, the inflows of foreign exchange 


deposits mentioned above enabled the government to hold gross official borrowing 
in the first eight months to under $100 million, compared to over $400 million 


in the same period of 1975. By mid-September, official assets in gold and 
convertible currencies stood at a satisfactory level of over $900 million, with 
Greece still having access to considerable sums of as-yet-undrawn Euromarket 
and other credits. These developments should help to reduce the rate of in- 
crease in the external debt burden. In view of thepresent liquidity in Euro- 
markets and U.S. capital markets, the government is currently investigating 
possibilities for restructuring its foreign debt toward longer term maturities. 


U.S. assistance is helping considerably in ameliorating Greece's 
financing gap. The U.S. provided over $250 million in economic and security 
assistance during FY 1976, while the Commodity Credit Corporation has thus 
far made available $40 million for corn purchases. A proposal for an addi- 
tional $700 million in economic and military assistance over the next four 
years may be submitted to Congress in the near future. 


3. Negotiations for Early Accession to the EC Move Ahead. In June 1975, 
Greece applied for early full membership in the European Community, In 


February 1976 the application was accepted in principle by the EC Council of 
Ministers, and negotiations were formally opened on July 27 in Brussels. 
Technical discussions began in earnest in October, with the timetable for sub- 
stantive negotiations still being worked out. The Greeks are hopeful that they 
will start before the end of the year, and will push hard to realize their target 
date of 1979-80 for accession, with a five-year transition period. 
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In the meantime, the EC: Council approved financial assistance 
from the European Investment Bank of approximately $320 million over a 
five-year period. As a full member, Greece will also be eligible for sub- 
stantially larger assistance from such EC agencies as regional, social, 
and agricultural funds. Government officials acknowledge in public 
statements that the adjustment process will pose some difficult challenges, 
particularly in the field of agriculture, but they express optimism over the 
Greek people's resourcefulness, adaptability, and will to succeed. 


B. Implications for the United States 


1. Expanding Market Offers Export Opportunities. U.S. exports to 
Greece during the first four months of 1976 were $121 million*, nine per- 
cent of the total, but a 22 percent drop vis-a-vis 1975. This reflects a 
general Greek import decline (in dollar terms) in this period because of 
slack domestic demand and the continuing gradual downward float of the 
drachma. Reflecting, however, the quickening pace of economic activity 
later in the year, as well as deliveries of several major purchases from 
the U.S. -- including $36 million for aircraft and $40 million in Commodity 
Credit Corporation credits for corn -- the 1976 record should be considerably 
improved. Excluding ships and crude oil, the U.S. is expected to retain its 
strong 1975 position as third major supplier after West Germany and Italy. 


Implementation of public sector development programs as well as 
the anticipated upswing in private investment offer opportunities for expanding 


both the level and market share of U.S. exports to Greece, as the demand for 
high-quality, technologically advanced products grows. Energetic salesman- 
ship and favorable financing are key factors in the face of European and 
Japanese competition and progressive tariff reductions as Greece enters the 
European Community. The Export-Import Bank, which has expressed interest 
in expanding its exposure in Greece, is ready to assist U.S. exporters through 
its direct lending, guarantee, and insurance programs. U.S. branch banks 
located in Greece's three main commercial centers -- Athens, Piraeus, and 
Thessaloniki -- can also facilitate U.S. firms' efforts to enter and develop 
Greek markets. 


Firms interested in promoting their products in Greece and the 
Eastern Mediterranean region will find an excellent opportunity by participating 
in the September 4-18, 1977 Thessaloniki Fair, the largest single promotional 
event in Greece. Sales resulting from the 1976 Fair -- which attracted 850, 000 
visitors, 86 percent of whom visited the U.S. Pavilion -- exceeded previous 
expectations, partly as a result of increased international attendance, particu- 
larly from the Middle East. Sixty-two U.S. firms exhibiting in the U.S. Pavilion 


* All statistics in section B.1 are based on customs data and percentages are 
calculated on drachma values. The U.S. share of the market is based on 
customs data excluding ships which, because of their size and infrequency, 
have a distorting effect. 





reported off-the-floor sales of over a half million dollars and solid twelve 
month projections of nearly $15 million. Longer-term leads, particularly 
from Arab visitors, are expected to generate additional business. U.S. 
companies interested in participating next year should indicate their space 
requirements to the American Embassy in Athens prior to April 1, 1977. 


2. Areas of Special Interest to U.S. Firms. Government spokesmen 
have emphasized the importance of the mineral sectorto Greece's future 


growth. Major new projects, scheduled for completion before 1980, are 
already underway in magnesite, nickel, and alumina, involving total invest- 
ments of over $500 million in plant and equipment. U.S. firms are presently 
involved as suppliers or cmsultants in several of these projects, and opportu- 
nities continue bright for sales of U.S. mining equipment and services. A 


Mining Equipment Trade Mission, sponsored by the Commerce Department, 
is scheduled for April 1977 to take further advantage of this promising market. 


Greece's endeavors to reduce its dependence on imported petroleum 
by developing local fuel resources offer promising export opportunities in the 
energy sector. The new Canadian majority owners of the oil exploration con- 
cession off Thassos island are continuing drilling to determine the extent of 
petroleum reserves. Moreover, the Greek Parliament has approved in 
principle legislation regulating new exploration and development of hydro- 
carbons, which is expected to generate further activity in this sector. 


Approval of new concessions will offer promising opportunities for 
sales of U.S. equipment and technology such as oil drilling rigs and platforms, 
pumping equipment, pipelines, oil contracting gervices, etc. 


The Public Power Corporation also has a ten-year development plan 
calling for a 75 percent expansion of power-generating capacity by 1986 with 
the addition of six lignite-fired and eleven hydroelectric plants and, toward 
the end of the period, completion of Greece's first nuclear power unit of 
600 megawatts. 


There are also significant opportunities for future U.S. export sales 
in aviation and telecommunications equipment. Olympic Airways recently 
purchased four Boeing 737 aircraft and plans to renew part of its medium and 
short-range fleet in coming months. It also intends to install a computerized 
reservation system, and to develop further its now limited cargo service. 

The Greek Government is proceeding with plans to construct a new inter- 
national airport for the capital area, and will open bidding for the preliminary 
and final designs and construction within the next twelve months. In order to 
help firms better to capitalize on these and other opportunities, a U.S. Govern- 


ment-sponsored Technical Sales Seminar for Aviation and Avionics Equipment 
will be held in Greece in February 1977. 





Modernization and expansion of telecommunications facilities will 
stimulate demand for high frequency equipment for ship-to-shore communi- 
cation, broad-band microwave radio equipment, and electronic telephone 
exchange equipment. Longer-range plans include the installation of a third 
satellite communications antenna. 


3. Government Encourages Foreign Investment. Acknowledging the 


importance of foreign investment, technology, and management know-how, 
Greek policymakers have publicly stressed their interest in attracting 
mutually beneficial foreign investment. They believe that Greece's proxim- 
ity to Middle Eastern and Balkan markets, a relatively cheap and reliable 
labor force, and prospective membership in the European Community offer 
advantages to foreign investors. Although the government is seeking greater 
control over the economy to achieve desired structural reforms and economic 
development, officials frequently stress the importance of the private sector, 
maintaining that economic policy will avoid the extremes of either laissez- 
faire or socialism. 


In order to facilitate private investment, the government has stream- 
lined the investment application process, with authority now centralized in the 
Ministry of Coordination. It has also sponsored the formation of a banking 
consortium (Hellenic Industrial and Mining Investment Company) designed to 
stimulate and channel domestic and foreign investment into priority areas, 


such as the proposed Kavala petrochemical complex, development of the 
Mesolonghi saltworks, and the Bauxites Parnasse Alumina project. 


To stimulate investment outside of the congested urban centers of 
Athens, Piraeus and Thessaloniki, the government recently passed Law 289, 
which confers special tax and credit incentives on firms investing in the eastern 
frontier areas. The law, which supplements previous legislation encouraging 
regional development, also is creating employment opportunities for workers 
returning from Germany. So far, over $300 million in proposed investments 
under this law have been filed. 


Greece's basic investment law 2687 of 1953 provides protection for 
foreign investment and incentives for productive investments. The law also 
provides for repatriation of equity and loan capital, remittance of profit and 
interest earnings, and transfer of royalties in foreign exchange. 


Greece's significance as a regional center for U.S. firms grew 
dramatically in 1976 because of its location at the crossroads of Europe, the 


Middle East and Africa, and as a result of the Lebanese civil war. Nearly 
150 U.S. firms have established or are considering establishing regional 
offices in Athens under the favorable terms of Law 89, which offers a variety 
of tax and duty exemptions for business engaged in commercial activities out- 
side Greece. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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AND COMPETITIVE TRENDS 


This important new periodical pro- @ Economic Prospects And Recent Trends 
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International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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